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Introduction 
 First, I would like to indicate how FDI played a key role in the development strategy of devel-
oping countries. Next, I will go into what sustainable development is and what problems it has . 
After that, economic development of developing nations will be examined from the aspect of sus-
tainable development. Finally, I am covering four points to promote sustainable development in 
developing countries. 
1. FDI and Development Strategy in developing countries 
 There are roughly two kinds of economic development strategies for developing countries , that 
is to say, an import substituting industrialization and an export-oriented industrialization . At first a 
lot of developing countries attempted an import substitution policy from the 1950's through the 
60's, imposing a quantity restriction and a high tariff on imports to protect domestic industries 
which were not competitive, and tried to substitute domestic products for the imports . However, 
the result was that it did not work well, because domestic industries were immature and they had 
to buy capital goods and intermediate goods from advanced countries and they could not sell 
their products on the limited domestic market. 
 Developing countries, such as, South Korea, Taiwan, Hong Kong, and Singapore , could not ex-
pect to depend on their weak domestic market. They adopted an export promoted industrializa-
tion policy from the late 1960's which concluded successfully and are called NIES. Looking for a 
big market abroad and attracting FDI played an important role in their economic growth. 
 Developing countries have to strengthen global competitiveness and expand their exports in 
foreign markets. As they did not have enough capital and technology, they invited FDI actively . 
FDI brings capital and technology to developing countries, and also various management re-
sources like production and personnel management methods. Moreover, FDI created jobs and in-
creased the domestic income, which became the mainspring of growth. A good combination of
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cheap manpower in developing countries with the various management resources of FDI made a 
big success and developed from a labor-intensive industry to advanced and capital intensive indus-
tries. 
 Development strategy of success in NIES was adopted by members of ASEAN such as Thai-
land and Malaysia in the 1970's and China in the 80's and 90's, which was able to lead high eco-
nomic growth. The economic success in East Asia can be explained as export-oriented industriali-
zation and FDI-led Industrialization. 
 Japanese economic growth that restricted foreign capital as much as possible is somewhat of 
an exception. Japan covered capital shortage by overseas loans and high domestic savings, and 
necessary technologies were imported from abroad. But Japan achieved high economic growth by 
promoting exports. 
 It can be said that adopting an export-oriented and an open international trade policy and at-
tracting FDI are indispensable for economic development in developing countries from the experi-
ence of East Asia's economic success. 
2. Difficulties of Sustainable Development 
  Sustainable development is abstractly defined as "Today's generation's needs are filled without 
damaging the ability of future generations to fulfill their own needs". (Watanabe,T. and Sasaki, K. 
(2004) p. 230) 
 Economic growth is needed to overcome poverty and to achieve a high quality of human life. 
However, it often accompanies a kind of environmental pollution and strain on resources. But 
people must be required to leave neither the burden of environmental pollution nor depleted re-
sources for future generations. 
2.1. Acceptable limit of environmental pollution and wasteful use of natural resources 
2.1.1. Which is more important, today or the future? 
  In the above-mentioned definition, which is more important "today's generation's needs are 
filled" or "without damaging the ability of future generations to fulfill their own needs" ? 
 In the former case of today being priority over the future, it is inevitable that there will be 
some kind of environmental pollution and waste of resources for today's generation to live hu-
manly and comfortably. 
  In the latter case of the future generation, it is necessary to minimize the environmental pollu-
tion and the resource waste, which causes the present generation to restrict its needs. 
  It is very important as a practical matter whether you give priority to today or to the future
                                               FDI and Sustainable Development 109 
 2.1.2. The positions of advanced countries or developing countries? 
 Although advanced countries that achieved richness can worry about the problem of environ-
mental pollution and resource dryness for the future, populous and poor developing countries 
give priority to overcoming today's poverty. 
 Advanced countries that have already acquired richness by economic growth and developing 
countries that are looking for richness have different priorities . Developing countries give priority 
to richness. The anxiety about environmental destruction and resource dryness tends to be ig-
nored. For instance, a person who suffers from hunger eats even risky food to fill his stomach for 
the time being. Only after overcoming the poverty and hunger to some degree , we can think 
about risks like global environmental destruction and the resource dryness in the future . 
 Acceptable limit of environmental pollution and wasteful use of natural resources depends on 
today's priority or on the future's, and is different from the standpoint of advanced countries or 
developing countries.
2.2. From the quantity to the quality of development 
 Sustainable development means a good quality of development, not only development by eco-
nomic growth and income increase but development without or at least minimizing the environ-
mental destruction and the waste of resources, and pursuing a bountiful life now and in the fu-
ture. 
 Environmental destruction and resource waste while maintaining economic growth are not a 
simple problem to solve. But we are anxious that economic growth often causes environmental 
destruction and resource dryness and leads destructive development. The quality of economic de-
velopment rather than its quantity is needed now.
2.3. How to share the costs for sustainable development 
 Neither high economic growth nor income increase now necessarily guarantees richness in the 
future. How environment policy is built into economic growth and how environment is harmo-
nized with economic growth are important. 
 Then, costs to advance sustainable development rise by all means . Who bears the costs is a big 
problem. There is a North-South conflict over the environment. Developing countries insist that 
advanced countries should have the main responsibility of environmental problems . On the other 
hand, from the standpoint of advanced countries, the global environmental problems should be 
for the entire human race and shared by both, advanced and developing countries .
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3. Developing countries and Sustainable development 
 Market economy is accomplished on a worldwide scale, and integration of markets is advanc-
ing. It promotes free trade and competition and achieves economic efficiency. However, there are 
two kinds of areas in developing countries, that is, the one is countries and regions which are 
able to adjust themselves to the market economy and have achieved high economic growth, the 
other is countries and regions whose economic development stagnates and falls into absolute pov-
erty. The former includes East Asia and India, the latter is Sub-Saharan Africa. 
 Countries which are adjusted to a market economy and countries which cannot be adjusted to 
a market economy should be treated separately when we discuss sustainable development.
3.1. Countries which are adjusted to a market economy 
 Economic development brings economic growth and increases the income which produces a 
bountiful life in a market economy. But is it possible to say that such economic development will 
be sustainable now and in future years? Judging from actual economic development, it cannot be 
said conclusively. 
 For instance, China has achieved high economic growth since its open-door policy, especially 
after the 1990's. However, huge consumption of natural resources causes rise in the price of 
crude oil and fear of shortage. Moreover, an extremely bad energy efficiency and environmental 
destruction broke out. A serious environmental pollution has been resulted not only in air pollu-
tion by COzand SO2but also water pollutions from the dryness of water resources and a large 
amount of polluted drainage from residential areas and industrial contamination of the environ-
ment. China is suffering from electric shortages every summer. As they have rich coal mines, 
they are constructing coal-fired power stations, which cause air pollution. It is very difficult for 
China to try simultaneous pursuit of environmental preservation and economic growth. 
 There are about 900 million poor farmers living inland in areas which are underdeveloped. 
There are problems of an expanding income gap between rural and urban regions, between the 
city and the inland, and even inside big cities of coastal regions which have succeeded in eco-
nomic growth. 
 I doubt that the present economic growth of China is evolving into sustainable development of 
the future. China is a big test case of sustainable development to some extent. Especially, "The 
Great Development of the Western Part of China" will be paid attention to in the near future. The 
sustainable development of China is not only a problem of China, but Japan also because acid 
rain from China exerts a big influence on the environmental deterioration of Japan.
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 Though Japan achieved high economic growth in the 1960's, we had serious environmental de-
struction such as air pollution and water pollution and the oil crisis in the 70's. But we have devel-
oped the technologies of pollution control and resource and energy conservation. It is hoped that 
the experience and lessons of Japan are made the best use of in China. Granting ODA for infra-
structure construction and FDI and technology transfer of environmental protection should be 
carried out.
3.2. Countries which cannot be adjusted to a market economy 
  How do countries which cannot be adjusted to a market economy develop sustainably? 
  For instance, economic aid takes priority over trade and investments, and market economy 
doesn't function well in the Sub-Sahara Africa. Under the condition of suffering from hunger and 
other challenging circumstances, what and how can development be put into execution? 
 The least developed countries like in Sub-Sahara Africa can not expect development by depend-
ing on natural resources and farm exports in the future. International prices of primary commodi-
ties are unstable, and farm exports cannot be expected to develop easily because they are political 
items that greatly relate to the domestic politics of advanced countries like the raw cotton indus-
try in the United States and the subsidies for sugar in the EU. 
 Attracting FDI should be carried out to the secondary industries, such as the garment industry, 
which increases employment in the future, otherwise the possibility of development will be re-
stricted. It is necessary to become an attractive investment destination of FDI. 
 It is infrastructure building that is requested most. FDI is not a charity work. FDI is not per-
formed if there is no prospect of economical profit. FDI is indispensable to economic develop-
ment of developing countries, therefore investment conditions under which FDI can be attracted 
should be priority. 
 First is political infrastructure. Plentiful resources have unstably led the domestic politics up to 
now. Politics is destabilized by tribe confrontations, a coup d'etats and by foreign capital related 
to natural resources. Long term stability and political leadership by democracy and good govern-
ment are necessary. 
 Second is economical infrastructure. The infrastructure has to be improved and constructed 
from material infrastructure such as electric power, water, railways, and roads, to the service in-
dustry like finance and management resources, and so on. 
 Third is social infrastructure. The social life infrastructure such as public health, medical treat-
ment, and drainage and education are also important. Low wage manpower doesn't work only by 
its low cost. It should be a good quality of manpower that is appropriate for production and the
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education is needed for that. 
In the process of infrastructure building, we have to attract FDI to be environment-friendly. 
4. To promote sustainable-oriented FDI 
 There is no way of development except market-oriented economy now to achieve sustainable 
development. However, even if the quantitative development of economic growth is continued by 
a market economy, sustainable development is not secured. 
 Developing countries must positively invite FDI and promote free trade in a market economy 
and develop domestic industries. What do they need to promoting FDI and encourage sustainable 
development at the same time?
4.1. Attracting FDI selected by the government of developing countries 
 It is important for the government of developing countries to select ways which FDI can play 
useful roles in promoting sustainable development. Ways which cause environmental pollution 
and compel very bad working conditions, child labor and disregard of human rights must be 
avoided. 
 Governments of developing countries should clarify what is necessary for their sustainable de-
velopment, adopt an environmental policy which guides the selection of foreign capital. It is the 
content and quality of FDI that really matter. 
 However, it is a problem when you think which position is stronger, FDI or developing coun-
tries. FDI has some choices. For example, if China is not suitable enough, they can substitute Vi-
etnam for China as an investment destination. Therefore, it is important to show how attractive 
developing countries are as an investment destination for FDI.
4.2. Government role of advanced countries and corporate social responsibility (CSR) 
 Advanced countries have a responsibility to further sustainable development because they are 
already developed. Moreover, there is financial ability that bears costs and an obligation to 
achieve sustainability. Financial aid which centers on ODA and technical co-operation for environ-
mental protection are requested. The government should support business that cannot make 
enough profit easily on a commercial basis, such as, Japan's technology and experience for pollu-
tion control which is needed for environmental measures. 
 On the other hand, companies which are pursuing only profit can't be accepted without "Corpo-
rate social responsibility (CSR) ", building social equity and responsible concern for environment 
into management activity and responsible behavior for various stake-holders such as not only
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stockholders and customers but also employees, consumers and the local societies. 
 Companies are requested to carry out socially responsible investing  (SRI)  , such as the 
environment-friendly investment like the eco-fund. Companies must get respect from the society 
by contributing widely. 
 Corporate social responsibility (CSR) and socially responsible investing (SRI) are requested 
worldwide. FDI in developing countries needs the aspect of contributing to sustainable develop-
ment
4.3. Role of international organizations and international agreements 
 Market economy is not versatile as often said. Although government is requested to supple-
ment market failure and function, the government function of developing countries is weak. Then, 
international organizations and international agreements such as United Nations, WTO, and 
OECD play an important role. The agreement of preventing global warming like the Kyoto Proto-
col is significant from the perspective of sustainable development. 
 The development of investment guidelines by international organizations has a special meaning 
in the competitive globalization now. The action agenda of multinational companies for sustainable 
development is needed. 
 A problem is that international organizations and international agreements and rules tend to be 
made advantageous for the advanced countries and companies by international power politics.
4.4. Role of the citizens and NGO 
 The activities for protecting environment and human rights, overcoming poverty, and looking 
for food safety by citizens and NGO groups attract attention. Moreover, sales of products of devel-
oping countries, through fair trade, are gradually having an effect on sustainable development. 
 Citizens and NGOs play big roles as watch dogs to advance sustainable development. Company 
activities are expected to secure the profit in a market economy. Company activities such as ex-
tensive charity work cannot be greatly expected. Therefore, volunteer organizations of citizens 
and NGOs can play a monitoring role. 
 For instance, the street protest held during the third ministerial conference of the WTO in Se-
attle in December, 1999 to derail the liberalization of the trade and capital markets which were fa-
vorable to advanced countries, and causing the expansion of poverty and the environmental de-
struction. 
 A virtual network on the Internet has a big power internationally. Citizens and NGOs can exert 
their influence to promote sustainable development by the Web in the information technology so-
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ciety. 
Conclusion 
 It is very difficult that economic development and environmental protection exist together to be 
sustainable. 
 Governments of developing countries and advanced countries, companies, international organi-
zations and agreements, and citizens and NGOs, are all important, but they have to make a mu-
tual cooperation to attract FDI and achieve sustainable development for developing countries.
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